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months by the average monthly num-
ber of all families that received assist-
ance during that fiscal year or during
the immediately preceding fiscal year.

(f) If the five-year limit is incon-
sistent with a State’s waiver granted
under section 1115 of the Act, we will
determine State compliance with the
Federal time limit in accordance with
the provisions of subpart C of part 260.

§ 264.2 What happens if a State does
not comply with the five-year limit?

If we determine that a State has not
complied with the requirements of
§ 264.1, we will reduce the SFAG pay-
able to the State for the immediately
succeeding fiscal year by five percent
of the adjusted SFAG unless the State
demonstrates to our satisfaction that
it had reasonable cause, or it corrects
or discontinues the violation under an
approved corrective compliance plan.

§ 264.3 How can a State avoid a pen-
alty for failure to comply with the
five-year limit?

(a) We will not impose the penalty if
the State demonstrates to our satisfac-
tion that it had reasonable cause for
failing to comply with the five-year
limit on Federal assistance or it
achieves compliance under a corrective
compliance plan, pursuant to §§ 262.5
and 262.6 of this chapter.

(b) In addition, we will determine a
State has reasonable cause if it dem-
onstrates that it failed to comply with
the five-year limit on Federal assist-
ance because of federally recognized
good cause domestic violence waivers
provided to victims of domestic vio-
lence in accordance with provisions of
subpart B of part 260.

[64 FR 17896, Apr. 12, 1999; 64 FR 40292, July
26, 1999]

§ 264.10 Must States do computer
matching of data records under
IEVS to verify recipient informa-
tion?

(a) Pursuant to section 1137 of the
Act and subject to paragraph (a)(2) of
that section, States must meet the re-
quirements of IEVS and request the
following information from the Inter-
nal Revenue Service (IRS), the State
Wage Information Collections Agency
(SWICA), the Social Security Adminis-

tration (SSA), and the Immigration
and Naturalization Service (INS):

(1) IRS unearned income;
(2) SWICA employer quarterly re-

ports of income and unemployment in-
surance benefit payments;

(3) IRS earned income maintained by
SSA; and

(4) Immigration status information
maintained by the INS.

(b) The requirements at §§ 205.51
through 205.60 of this chapter also
apply to the TANF IEVS requirement.

[64 FR 17896, Apr. 12, 1999; 64 FR 40292, July
26, 1999]

§ 264.11 How much is the penalty for
not participating in IEVS?

If we determine that the State has
not complied with the requirements of
§ 264.10, we will reduce the SFAG pay-
able for the immediately succeeding
fiscal year by two percent of the ad-
justed SFAG unless the State dem-
onstrates to our satisfaction that it
had reasonable cause or achieved com-
pliance under a corrective compliance
plan pursuant to §§ 262.5 and 262.6 of
this chapter.

§ 264.30 What procedures exist to en-
sure cooperation with the child
support enforcement requirements?

(a)(1) The State agency must refer all
appropriate individuals in the family of
a child, for whom paternity has not
been established or for whom a child
support order needs to be established,
modified or enforced, to the child sup-
port enforcement agency (i.e., the IV–D
agency).

(2) Referred individuals must cooper-
ate in establishing paternity and in es-
tablishing, modifying, or enforcing a
support order with respect to the child.

(b) If the IV–D agency determines
that an individual is not cooperating,
and the individual does not qualify for
a good cause or other exception estab-
lished by the State agency responsible
for making good cause determinations
in accordance with section 454(29) of
the Act or for a good cause domestic
violence waiver granted in accordance
with § 260.52 of this chapter, then the
IV–D agency must notify the IV–A
agency promptly.

(c) The IV–A agency must then take
appropriate action by:
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(1) Deducting from the assistance
that would otherwise be provided to
the family of the individual an amount
equal to not less than 25 percent of the
amount of such assistance; or

(2) Denying the family any assistance
under the program.

§ 264.31 What happens if a State does
not comply with the IV–D sanction
requirement?

(a)(1) If we find that, for a fiscal year,
the State IV–A agency did not enforce
the penalties against recipients re-
quired under § 264.30(c), we will reduce
the SFAG payable for the next fiscal
year by one percent of the adjusted
SFAG.

(2) Upon a finding for a second fiscal
year, we will reduce the SFAG by two
percent of the adjusted SFAG for the
following year.

(3) A third or subsequent finding will
result in the maximum penalty of five
percent.

(b) We will not impose a penalty if:
(1) The State demonstrates to our

satisfaction that it had reasonable
cause pursuant to § 262.5 of this chap-
ter; or

(2) The State achieves compliance
under a corrective compliance plan
pursuant to § 262.6 of this chapter.

§ 264.40 What happens if a State does
not repay a Federal loan?

(a) If a State fails to repay the
amount of principal and interest due at
any point under a loan agreement de-
veloped pursuant to section 406 of the
Act:

(1) The entire outstanding loan bal-
ance, plus all accumulated interest, be-
comes due and payable immediately;
and

(2) We will reduce the SFAG payable
for the immediately succeeding fiscal
year quarter by the outstanding loan
amount plus interest.

(b) Neither the reasonable cause pro-
visions at § 262.5 of this chapter nor the
corrective compliance plan provisions
at § 262.6 of this chapter apply when a
State fails to repay a Federal loan.

§ 264.50 What happens if, in a fiscal
year, a State does not expend, with
its own funds, an amount equal to
the reduction to the adjusted SFAG
resulting from a penalty?

(a)(1) When we withhold Federal
TANF funds from a State during a fis-
cal year because of other penalty ac-
tions listed at § 262.1 of this chapter,
the State must replace these Federal
TANF funds with State funds during
the subsequent fiscal year.

(2) If the State fails to replace funds
during the subsequent year, then we
will assess an additional penalty of no
more than two percent of the adjusted
SFAG during the year that follows the
subsequent year.

(b) A State must expend such re-
placement funds under its TANF pro-
gram, not under ‘‘separate State pro-
grams.’’

(c) We will assess a penalty of no
more than two percent of the adjusted
SFAG plus the amount equal to the dif-
ference between the amount the State
was required to expend and the amount
it actually expended in the fiscal year.

(1) We will assess the maximum pen-
alty amount if the State made no addi-
tional expenditures to compensate for
the reductions to its adjusted SFAG re-
sulting from penalties.

(2) We will reduce the percentage por-
tion of the penalty if the State has ex-
pended some of the amount required. In
such case, we will calculate the appli-
cable percentage portion of the penalty
by multiplying the percentage of the
required expenditures that the State
failed to make in the fiscal year by two
percent.

(d) The reasonable cause and correc-
tive compliance plan provisions at
§§ 262.5 and 262.6 of this chapter do not
apply to this penalty.

Subpart B—What Are the Require-
ments for the Contingency
Fund?

§ 264.70 What makes a State eligible to
receive a provisional payment of
contingency funds?

(a) In order to receive a provisional
payment of contingency funds, a State
must:
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